er 


INL RN TAN 


a 


Pee initia 


ai 
aya 


IcuvVv 


BOARD OF DIRECTORS 
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DIRECTORS’ LETTER TO SHAREHOLDERS 


Gordon J. Knight, President 


GENERAL 

The fiscal year ended September 30th, 1966, was the second most profitable in the history of our Company. A 
further expansion was completed during the year, to broaden the Company’s participation under the Automotive Free 
Trade Agreement. 


SALES AND EARNINGS 
Total Sales were the highest in the Company’s history, being 23.5% greater than in the previous year 1965. Net 


profit after taxes, however, declined 1% to $327,791 compared with $331,336 in 1965. Net earnings per common 
share, after provision for dividends on preferred shares, totalled $1.11 compared with $1.14 per share in 1965. 

Many factors contributed to a lower profit margin on sales. Wage rates and fringe benefits were increased to 
record levels in the terms of our new Collective Agreement with the employees signed in October 1965. A brief strike 
which occurred at the plant during a critical period of production last fall created heavy overtime costs. Fixed costs 
generally were higher and we experienced lower prices for steel scrap. There was also a delay in the delivery of new 
equipment resulting in additional expense. 

Your Management is very aware of the serious increases in the costs of production that have occurred during the 
past year. Every effort is being made to improve efficiency so that a reasonable margin of profit can be maintained. 


DIVIDENDS 

Dividends of $92,956 were paid, consisting of the regular quarterly dividends on the first preference shares, regular 
quarterly and participating dividends on the second preference shares, and four dividends of 5¢ each on the common 
shares, plus an extra dividend of 5¢ per common share paid on September Ist. The Company expects to continue to 
pay quarterly dividends of 5¢ on the common shares. 


FINANCIAL POSITION 

This year marked the largest capital spending programme in the Company’s history. Expenditures on capital 
equipment amounted to $815,566, 38% higher than in 1965. Working capital at the end of the year decreased to $761,445 
from $797,177 in 1965. This was due in part to the repayment of $203,650 on outstanding chattel mortgages. During 
the year the company arranged a loan of $750,000 from the Federal Government’s Adjustment Assistance Board to assist 
in the financing of the 1966 plant expansion. 


FIXED ASSETS ADDED 


Four large presses were installed, and a high bay building 70’ wide and 168’ long was completed in September. 
One additional large press which was ordered to complete line #5 is expected to be operating by January, 1967. 


A further expansion programme amounting to $1,600,000 has been approved by your Board. This will be the 
sixth and largest plant addition made by the Company during the past 6 years, and completion is scheduled for May 
of 1968. Partial financing has been arranged through the Federal Government’s Adjustment Assistance Board upon 
favourable terms. 


PERSONNEL 


Total employment now stands at approximately 275, 8% higher than last year. The Collective Agreement between 
the Company and the International Association of Machinists continues in force until October 23rd, 1968. 


DIRECTORS 


At a special meeting, held April 7th, 1966, the Shareholders approved an increase in the number of Directors from 
6 to 7, and J. L. Stewart, Q.C. of Fraser, Beatty, Tucker, McIntosh & Stewart, Barristers & Solicitors, Toronto, was 
elected a Director. Mr. Stewart’s broad experience will be of great value to the Company. 


OUTLOOK 


Your Management shares the optimism expressed by spokesmen for the Automobile Companies and based on 
current orders we anticipate a substantial increase in sales in 1967. 


Production is at capacity level and, although there is still some uncertainty concerning the realignment of our main 
customers’ purchasing programmes, the prospect for your Company under the Canada-U.S.A. Free Trade Agreement 
appears favourable. Some orders have already been booked for parts for the 1968 model cars and tooling is under 
way. Production on these parts will commence in May of 1967. 


Your Directors wish to express their deep appreciation and thanks to our employees for their loyal and dedicated 
efforts in behalf of the Company, to our stockholders for their support, and to our customers for their continued 


patronage. 


Respectfully submitted on behalf of the Board of Directors. 


December 1st, 1966. GORDON J. KNIGHT, 
Amherstburg, Ontario. President. 


S.K.D. MANUFACTURING CO. LIMITED 
Amherstburg, Ontario 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


For the year ended September 30, 1966 
(with comparative information for 1965) 


Source of Funds: 1966 1965 

From operations: 

LER PaR ee et) _gT E SO ee Poe a Ee eee Ges Meu emer ee ae ee ae al ce es $ 327,791 $ 331,336 

SECCEATIO | ME eee es ye Nema LPC ek ee a Oe iia ee Pe ce ee 235,619 220721 

SPC PReOMITICOIN GALA SOS eka. ce yo I eee lee eh eae we ee er eRe 111,000 113,000 

$ 674,410 $ 665,057 

Bree oucEnrassioa Or.COommon-shares—- |. «ts 1) SCS ge ee ee ae rood 8,161 

Meee Sere sd lel Ore Investments <2. eee a oe et ee oe ee 33,382 

ree eee MDOT OWI are ae ere es ee oe ae 614,533 225,000 

Pet rCe imi COL PASSCES SOIG 2 ..c, ee ee Sy eee 31,292 568 

iC eee eee wre eae) 2 ONY © ee ee ee ee er Pas) 3,646 


$1,329,793 $ 935,814 


Application of Funds: 
Pete ta SeomOLeLIXCOeaSSe Se) Seer ele Se ile VT Se BO eee ee ee eee $ 815,566 $ 591,664 
CU MET. RA TOE oe teem eR A ee a a a ts tf hI Te 92,956 79,150 
Erovicionatoreandipayments made onjlong-term debtuse= =) 22 2 ee ee 450,350 83,812 
Pareeasesctsown: prererence: sharestfor,cancellation =  e 6,653 7,462 


$1,365,525 $ 762,088 
eee CCEA ASCs mWwOrkingaCcapital. ise. 2” es eee ee ee, $.. (35,732), 2» S$) alf3-725 


Be peiartre wETTU rare atROUC OL pV Cal fees, eo ee ee ee $ 761,445 $ 797,177 


S.K.D. MANUFACTURING CO. LIMITED 
Amherstburg, Ontario 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 


For the year ended September 30, 1966 
(with comparative information for 1965) 


1966 

Operating: profieenetore (Wepreciation messes 2 ms meee meee ce cee ee a $ 750,395 

Deduct Depreciation earshot ol epee ain ee le elenliyeiary bee: Seen 235,619 

Operating profit: - ee See eee $ 514,776 
Add Gain onsale of fixediassetsweme I eee 

Ganson retirementsofelone-cerms cepts eet ea 25151 

$ #911007 

Deductsainterestzon slong-term cc e Dts ae eee $ 67,956 

Amortization’ OLsDONCeGISCOUN (ee ee ee ee ee ee ee 2,760 

> Uso 

Nefeprotiteberorerincomestaxes === ee eee $ 446,791 

Provision for income taxes 

ihaxesspayablestOL Current (year - ee  e $ 8,000 

Deferred siNCOMe: CAXCS .< --semer eee ee ee eee 111,000 

$ 119,000 


Net profit for the year__---_--___-___-_____________-___---- $ 327,791 


1965 


802,767 
220,721 


582,046 
2,470 
3,201 


087,787 


68,804 
3,647 


72,451 


015,336 


71,000 
113,000 


184,000 


331,336 


ASSETS 
Current Assets: 
Cash 


Amounts receivable as proceeds of long-term borrowing...» 
Inventories—valued at cost or net realizable value, whichever lower: 


Rie GOR owt ee $ 600,017 
BP RGbIEEDTOCCGS Se ee ee ee ee ee ee 168,498 
Ree TTC CS eee nomen Per oe, ne ee eee 82,954 
SSretr c eer aoe Pee ey rg re op ee ee 12,695 
Menosomancerprepaid expenses... 


Fixed Assets—at depreciated values determined as at September 30, 1955 
by Warnock Hersey Company Ltd. plus subsequent additions at cost: 


CLT ere ee ee eee $ 44,634 

CURL EC {OCS © SSSR ale hee OR eR on eee UE RED $ 804,372 
Pesos AccumiUlated depreciation... 222,609 581,763 

Bie re nveaUoecguipinent.. = a $3,096,586 
PesomAccimulated depreciation... 1,385,447 1,711,139 

Other Assets: 

Bee ZeOs DONC CIsCcOUNL.. 2 $ 22,775 
Simkin etuu0 cist eee ee oy 297 


Approved on behalf of the Board: 


GORDON J. KNIGHT, Director 
WALTER L. McGREGOR, Director 


S.K.D. MANUFACTU 


(A Public Company incorporated unde 
Amherstbu1 


CONSOLIDATED | 
As at September 30, 1966 (with « 


1966 1965 
$ 13,046 $ 179,618 
606,483 032,242 
354,332 
| 
864,164 979,905 
11,839 11,892 


$1,849,864 $1,703,657 


2,337,536 1,788,882 


23,072 26,794 


$4,210,472 $3,519,333 


RING CO. LIMITED 


r the laws of the Province of Ontario) 


‘g, Ontario 


BALANCE SHEET 


-omparative information for 1965) 


-— > 


LIABILITIES AND CAPITAL 
Current Liabilities: 


Bank loans (secured by accounts receivable and inventories) 
Accounts payable and accrued expenses 
MIVICGENOS Pavanier | eee ere ee 
Estimated liability for income taxes 
OLRer takes Davaples aeeec ene ei ge eee 
Portion of long-term debt due within one year 


Long-term debt (see Note 1) 


fe eee Teo Le eee $1,430,167 
Less: Portion due within one year, included in current liabilities_..._____ 219,000 
Deferred income taxes (see Note 2)... 
Capital and Surplus: 
Capital (see Note 3): 
6% cumulative redeemable sinking fund first preference shares of $10 
each par value with 25 votes each redeemable at $10.50 (authorized 
50,000 shares less 6,785 redeemed) 
[ssued——2.3,00pasiares  UlLViDald. 2 ee 
64%4 % cumulative participating second preference shares of $20 each par 
value redeemable at $21 (authorized 8,184 shares less 1,173 redeemed) 
Issued—“720 Weshares iilly Dald See eo es ee 
Common shares without nominal or par value (authorized 450,000 shares) 
Issued—271,850 shares fully paid (including 2,100 shares issued in 
LOGGH Ore botOo0) COS |i er ee ee ee ee 
eee iated $ 779,122 
ane eat ule slid PDL ODLIG LOO, cee ee ee é 
oi S Reena for sinking fund reserve.______.__ 29,460 
(GONtTIDULCOSSULD US ice St ee oe eee ee 


17,506 


1966 


$ 430,000 
423,370 


16,049 
219,000 
$1,088,419 


$1,211,167 


$ 564,000 


$ 239,050 


140,220 


141,528 


$ 520,798 


826,088 


$1,346,886 


$4,210,472 


1965 
$ 145,000 
657,476 


$ 906,480 


$1,046,984 
$ 453,000 


$ 239,800 
146,420 


135,693 
$ 521,913 


590,956 
$1,112,869 


$3,519,333 


S.K.D. MANUFACTURING CO. LIMITED 
Amherstburg, Ontario 


CONSOLIDATED STATEMENTS OF SURPLUS 


For the year ended September 30, 1966 
(with comparative information for 1965) 


Retained Earnings: 


Unappropriated: 
MSL (URS Te iS SCE i eee aes Se 
fe eeividendseon first preference shares... 

Dividends on second preference shares 


Net profit available for common shares 
Less: Dividends on common shares 


Peteonaoigne:mroe retainedere eee ee Bee 
Add: Balance of unappropriated retained earnings at beginning of year 
Proceeds of sale of investments previously written off 


assem OOCL PPLAWUE ILE TIEO lL see 7.6 3 a ee De ee Se ee ee 
Transfer to sinking fund reserve 


ee CUPL EME TACT CIL GY Cater eee ree ee ee ae eee $ 


Appropriated for sinking fund reserve: 


Per eceeiDCGIiiin gy Olmy Cate. =. ee eee $ 


Add: Amount transferred from unappropriated retained earnings____-____________ 


ee Ae TCO LAY Col eee eee ee eee 


Contributed Surplus: 


eC mr INIT! OL SV CATS ea 
Add: Gain on purchase of own preference shares for cancellation__._______ 


Balance at end of year-________________------------------------------------------------------ 2 


1966 


327,791 
14,373 
10,803 


302,615 
67,780 


234,835 
549,083 


783,918 
4,796 


779,122 


17,209 
297 


17,506 


1965 


331,336 
14,478 
10,722 


306,136 
53,950 


252,186 
277,301 
33,382 


062,919 
9,000 
4,836 


049,083 


19,828 
4,836 


24,664 


16,831 
378 


17,209 


S.K.D. MANUFACTURING CO. LIMITED 
Amherstburg, Ontario 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
September 30, 1966 


1966 1965 
NOTE 1: LONG-TERM DEBT: 


(a) Loans secured by chattel mortgages on machinery, repayable in equal monthly pay- 
ments, mcludingrinterest ending ‘in’ 1973\. 9s Se eee eee $ 135,134 $ 363,984 


(b) Bonds and debentures: 
54 % first mortgage sinking fund bonds due December 1, 1975 (authorized $500,000; 


total issued. $500;000) aera ee oa pruh) hap yes ee i co ad Slegve Jag rae oe 331,500 366,000 
542% general mortgage sinking fund bonds due December 1, 1980 (authorized 
3500/0004 total isstied#$350,000) ae Ea Ph See ee ea) wl) te 236,000 247,500 
6% sinking fund debentures due December 1, 1985 (closed issue; originally issued 
SLB GOO) ee i en eee LT es tee ane re Oe A ee, oe he 113,000 123,500 


6% debentures due September 15, 1971 to the Canadian Government’s Adjustment 
Assistance Board, secured by mortgage on fixed assets owned and to be acquired, 
subject to prior rights of holders of chattel mortgages and mortgage bonds (total 
amount to be advanced under agreement $750,000; advances approved to date 
S614'533) 2 Dee ee eee ee es ee ee ee cg ee eee ee ee eee 614,533 


$1,430,167 $1,100,984 


Sinking fund and retirement provisions of agreements with respect to long-term debt require the Company to make 
the following aggregate amounts of principal payments in the next ten years: 


1967 $219,000 1972 $ 85,000 
1968 212,000 1973 84,000 
1969 216,000 1974 68,000 
1970 220,000 1975 70,000 
1971 224,000 1976 26,000 


NOTE 2: DEPRECIATION AND DEFERRED INCOME TAXES: 


The Company employs a method of computing depreciation which is designed to charge the cost of fixed assets to 
income over the useful life of the assets on a straight-line basis. Because of annual differences between depreciation 
calculated on this basis and allowances claimed for income tax purposes, at September 30, 1966 the undepreciated cost 
of depreciable fixed assets exceeded the amount available as future deductions for tax purposes by approximately 
$1,084,000. Deferred Income Taxes account represents the tax liability expected to become due in future years when 
depreciation charged against income will exceed the allowances deductible for income tax purposes. Of the tax provision 
of $119,000 for 1966, $111,000 is deferred to future years. 


S.K.D. MANUFACTURING CO. LIMITED 
Amherstburg, Ontario 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (continued) 
September 30, 1966 


NOTE 3: CAPITAL: 


The provisions of the supplementary letters patent relating to the 6% First Preference shares require the Company 
on or before January 28, 1967 to set aside on its books to the credit of a sinking fund reserve account an amount of 
$4,781. No further purchases or redemption of First Preference shares are required in 1967 to meet sinking fund 
requirements. 

The indentures securing the 544% first mortgage bonds and the 54% general mortgage bonds provide that the 
Company may not effect any reduction of or redeem any of its capital nor declare any dividends on any shares of its 
capital stock should the net current assets be less than or be reduced thereby below $200,000. 


The agreement securing the 6% debentures due to the Adjustment Assistance Board provides that the Company 
may not, without consent of the lender, pay dividends on its common shares in excess of $.25 per annum or pay 
special taxes on undistributed income under the provisions of Section 105 of The Income Tax Act (Canada). 


NOTE 4: REMUNERATION OF DIRECTORS: 


Apart from their remuneration for services as officers and employees the remuneration of directors as such 
amounted to $4,400 in the year ended September 30, 1966; $3,000 in the year 1965. 


NOTE 5: COMMITMENTS: 


Commitments for additions to fixed assets, not reflected in the financial statements, amounted to $181,000 as at 
September 30, 1966; $548,000 at September 30, 1965. Undrawn balances of long-term borrowing arranged and avail- 
able to finance these additions, not reflected in the financial statements, amounted to $135,467 at September 30, 1966; 


nil at September 30, 1965. 


NOTE 6: STOCK OPTIONS: 

The Company has given options to four of its officers and employees to purchase a total of 9,750 of its common 
shares at prices equivalent to 85% of the market value on the day that the options were accepted for filing by the 
Toronto Stock Exchange. In accordance with this provision 9,000 shares may be purchased at a price of $2.76 per 
share and 750 shares at a price of $2.89 per share. Shares issued to date under these agreements amount to 6,800 
shares at $2.76 per share and 450 shares at $2.89 per share. 


NOTE 7: SUBSIDIARY: 

Included in the consolidated financial statements of the Company are the accounts of Automated Stampings Limited, 
a wholly-owned subsidiary whose function is to manufacture parts for S.K.D. Manufacturing Co. Limited. Under the 
provisions of The Income Tax Act and The Corporations Tax Act of Ontario relating to new manufacturing businesses 
in designated areas, the earnings from Automated Stampings Limited are exempt from income taxes for a three year 
period ending September 30, 1967. As a result of the exemptions, consolidated net income, after provision for income 
taxes, is higher than would otherwise be the case by an amount of $104,000 in 1966 and $75,000 in 1965. 


AUDITORS’ REPORT TO SHAREHOLDERS 


October 25, 1966. 


The Shareholders, 
S.K.D. Manufacturing Co. Limited, 
Amherstburg, Ontario. 


Dear Sirs: 


We have examined the consolidated balance sheet of S.K.D. Manu- 
facturing Co. Limited and its subsidiary company as at September 30, 1966 
and the related consolidated statements of profit and loss, surplus and 
source and application of funds for the year ended on that date. Our exam- 
ination included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion the accompanying consolidated balance sheet and re- 
lated consolidated statements of profit and loss, surplus and source and 
application of funds present fairly the financial position of S.K.D. Manu- 
facturing Co. Limited and its subsidiary as at September 30, 1966 and the 
results of their operations for the year ended on that date in accordance 
with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


MEANWELL, GOODWIN & CO., 
Chartered Accountants, 
Windsor, Ontario. 


S.K.D. MANUFACTURING CO. LIMITED 


Amherstburg, Ontario 


TEN YEAR FINANCIAL SUMMARY 


PROFIT AND RETAINED EARNINGS _ 1966 1965 1964 1963 1962 1961 
Profit before depreciation and income taxes __$ 682,410 $ 736,057 $ 663,289 $ 417,575 $282,158 $223,111 
DEES Se cet Sn ae eee 235,619 220,721 180,725 151,210 133,074 127,961 
LEE Src h Ce EUS ae 119,000 184,000 240,000 121,000 60,000 46,000 
(ils) LETS Ges. ce. ae eaaesg atlae a $ 327,791 $ 331,336 $ 242,564 $ 145,365 $ 89,084 $ 49,150 
Cash Dividends paid—Preferred_________.______________. 25,176 25,200 24,785 24,024 26,465 27,788 

== OMMOD Sos ee eer es 67,780 53,950 26,680 — — — 
Cia OISG i ay Sees $ 234,835 $ 252,186 $ 191,099 $ 121,341 $ 62,619 $ 21,362 
Net Profit per common share_____»_-___-__ iia ea 1.14 82 .46 .29 10 
Number of common shares outstanding ______. 271,850 269,750 266,800 264,600 214,600 214,600 

FINANCIAL POSITION, YEAR END 
RRM ADILAL so $ 761,445 $ 797,177 $ 623,451 $ 509,889 $324,105 $353,657 
Plant and Equipment—net_______.__.__________-____--- 2,337,536 1,788,882 1,418,506 1,303,296 877,887 873,667 
Long-Term Debt and Deferred Taxes. 1,775,167 1,499,984 1,245,796 1,221,262 646,655 675,055 
Srarenviderse GOUILY ee 1,346,886 1,112,869 835,602 644,361 620,780 619,762 


1958 Represents Nine Months only as Fiscal Year-End 


changed from December 31st to September 30. 


1960 


$169,640 
133,976 


19,500 


$ 16,164 


27,788 


$(11,624) 


(.05) 


214,600 


$346,123 
883,957 
703,755 


598,400 


1959 1958 1957 
$268,884 $200,524 $228,606 
113,173 82,938 109,590 
85,700 63,000 60,000 
$ 70,011 $ 54,586 $ 59,016 
28,095 21,251 28,490 
$ 41,916 $ 33,335 $ 30,526 

.20 16 15 
214,600 214,600 214,600 
$418,601 $360,515 $324,313 
847,003 894,732 915,955 
730,955 757,605 776,555 
610,024 599,161 608,826 


S.K.D. MANUFACTURING CO. LIMITED 
Amherstburg, Ontario 


PLANT DATA 


PROPERTY 
Seven Acres. 


BUILDINGS 
All single storey, constructed of cement blocks and metal siding, total floor area 120,000 square feet, fully protected 
by an automatic sprinkler system. 


PUNCH PRESS DEPARTMENT 


Forty modern presses ranging from 25 to 600 ton capacity, plus two 1000 ton double action deep draw presses 
equipped with air cushions, coil feeds, and automation devices, capable of producing stampings up to 72” x 120” x 24” 


deep. 


OTHER EQUIPMENT 
Welders, broaches, tapping, drilling, and rivetting machines. Zinc plating, bonderizing, and painting. 


TOOL ROOM EQUIPMENT 
Vertical hydro-tel mills, 4” horizontal boring mill, lathes, grinders, heat-treating furnaces, etc. 


PRINCIPAL PRODUCTS MANUFACTURED 


INDIVIDUAL STAMPINGS 
Radiator supports, seat pans, door pillars, stone shields, dash and cowl panels, timing chain covers, lower suspension 


arms, body and chassis parts. 


ASSEMBLIES 
Seat adjustors, hood and luggage compartment hinges, clutch and brake pedals, door locks, remote and locking 


controls, clutch forks. 


DIES 
Tools and dies weighing up to 20,000 pounds. 


MACHINE WORK 
Machining, hydro-tel milling, horizontal boring, grinding and jig boring. 


